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"'5§acxt51eLn BY
Attorney for Turner Ranches Water and Sanitation Company

BEFORE THE ARIZONA CORP ORATION COMMIS S ION

IN THE MATTER OF THE AP P LICATION
OF TURNER RANCHES WATER AND
S ANITATION CQMP ANY FOR
AUTHORITY TO (1) ISSUE EVIDENCE OF
INDEBTEDNES S  IN AN AMOUNT NOT TO
EXCEED $450,000 IN CONNECTION WITH

ENCUMBER ITS  REAL P ROP ERTY AND
PLANT AS SECURITY FOR SUCH
INDEBTEDNES S .

DOCKET NO: W-01677A-16-0074

DOCKET NG: W-01677A-16-0076IN THE MATTER CF THE AP P LICATION
OF TURNER RANCHES WATER AND
S ANITATION CQMP ANY, AN ARIZONA
CORPORATION, FOR A
DETERMINATION OF THE FAIR VALUE
OF ITS  UTILITY P LANTS  AND
PROPERTY AND FOR INCREASES IN ITS
WATER RATES AND CHARGES FOR
UTILITY S ERVICE BAS ED THEREON.

EXCEP TIO NS  TO  RECO MMENDED
ORDER
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Turner Ranches  Water and Sanita tion Company ("Turner Ranches" or "Company")

hereby submits  its  Exceptions to the  Recommended Order ("ROO") dated August 16, 2016.

These Exceptions focus sole ly on the  ROO's recommended treatment of the  revenues from

the  debt se rvice  recove ry mechanism ("DSRM") a s  Contributions -ln-Aid of Cons truction

("CIAC"). For the  reasons  expla ined, such recommendation should be  re jected.
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TURNER RANCHES EXCEPTIONS

Turner Ranches and Staff were able to reach full agreement on all issues, including

rate base, revenue requirement, rate design, financing approval and approval of a debt

service surcharge, and other relief as set forth in the parties' filings in this docket.1 Turner

Ranches appreciates the ALJ's analysis of the parties' filings and the timely issuing of the

ROO adopting the parties' recommendations. The Company also accepts the additional

Hearing Division recommendat ions result ing in several future compliance it ems. ;

However ,  t he ROO also  adds t he CIAC requirement  and this recommendat ion is

problematic for several reasons.

To the Company's knowledge, the only time the Commission has sanctioned debt

surcharge funds to be treated as CIAC was in Southland Utilities Company, Inc., Decision

No. 72429 (June 24, 2011). However, in a recent rate case for Southland Utilit ies the

Commission effectively reversed this finding The Commission found that  "the rate-

making treatment for the portion of plant paid for with WIFA Surcharge Funds should no

longer be to treat the principal payments as CIAC." 4 In fact, it appears that, aside from

Southland Ut ilit ies,  Staff has not  been recommending such t reatment  for surcharge

revenues. Turner Ranches is aware of several decisions issued since Decision No. 72429
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1 See Rate Application (filed March 2, 2016), Financing Application (filed March 2, 2016),
Staff Report (filed June 14, 2016), Response to Staff Report (filed June 24, 2016), Turner
Ranches' Notice of Filing (filed June 29, 2016), Supplemental Staff Report (July 8, 2016),
Response to Supplemental Staff Report (July 12, 2016).

2 ROO at 12-13 (e.g., Turner Ranches' being required to file notice of credits to customers
for any overage of funds collected through the DSRM, and having to annually report loan
surcharge monies billed and collected until the next rate case).

3 See Decision No. 75700 (August 19, 2016) at 8:20-21. In the 2011 Southland Utilities
case, the Commission required only the principal payments to be treated as CIAC. See id.
at 8: 10-12. The ROO for Turner Ranches appears to require that all proceeds be treated as
CIAC, which would be even more detrimental to the Company.

4 Id. at 8:20-21.
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in which there  was  the  recommendation for and approval of a  debt surcharge  but no CIAC

requirement.5

This  is  the  appropria te  trea tment. For one  thing, the  DSRM revenues  do not mee t

the  NARUC de finition of CIAC. Amounts  tha t a re  CIAC ca n be  cla s s ifie d in one  of the

following ways  :

271. Contributions  in Aid of Cons truction

A. This  account sha ll include:

1. Any a mount or ite m of mone y, s e rvice s  or prope rty
received by a  utility, from any person or governmenta l agency,
any portion of which is  provided a t no cos t to the  utility, which
repre sents  an addition or trans fe r to the  capita l of the  utility,
and which is  utilized to offse t the  acquis ition, improvement or
cons truc tion  cos ts  o f the  u tility's  p rope rty, fa c ilitie s , o r
equipment used to provide  utility se rvices  to the  public.

2. Amounts  trans fe rred from account 252 - Advances  for
Cons truction, re pre s e nting unre funde d ba la nce s  of e xpire d
contracts  or discounts  re sulting from te rmina tion of contracts
in accordance  with the  Commission's  rules  and regula tions .

3. Compe nsa tion re ce ive d from gove rnme nta l a ge ncie s
and others  for re location of water mains  or other plants .

Any amount of money rece ived by a  utility, any portion

Adva nce s  for Cons truction,

4.
of which is  provided a t no cos t to the  utility, which represents
an addition or transfe r to the  capita l of the  utility and which is
utilized to offse t the  federa l, s ta te  or loca l income tax e ffect of
taxable  contributions  in a id of cons truction, taxable  amounts
tra ns fe rre d from Account 252 -
a nd  ta xa ble  compe ns a tion  re ce ive d  from gove rnme nta l
a
pants  sha ll be  re flected in a  sub-account of this  account.

e nvie s  a nd othe rs  for re loca tion of wa te r ma ins  or othe r

The  revenues  tha t will be  collected by Tuner Ranches  via  the  DSRM do not fa ll under any

of the se  ca tegorie s . This  is  s till the  Company's  money, and the  Company s till fa ce s  the
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5 See, Ag., Orange  Grove  Wate r Company, Inc., Decis ion No. 72734 (Janua ry 6, 2012),
Sunland Water Company, Decis ion No. 73254 (July 30, 2012), Sabrosa  Water Company,
Decision No. 73356 (August 21, 2012), Cienega Water Company, Inc., Decision No. 73574
(November 21, 2012), Montezuma Rimrock Wate r Company, Decis ion No. 74382 (March
19, 2014), and Tierra  Buena  Water Company, Inc., Decis ion No. 75682 (August 5, 2016).
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obliga tion to repay the  loan under a ll conditions . It is  jus t tha t the  revenues  collected pe r

the DSRM are earmarked until the  next ra te  case so that the Commission and the utility and

the lender can do as much as possible  to ensure  the money is  there  to pay the loan. Taking

away ra te  base  because  the  Company cannot afford to finance plant without the  surcharge

seems punitive  and inequitable .

Ra te  base  will be  reduced because  the  CIAC collections  and recommended CIAC

treatment in future  rate  cases will create  a  deduction from rate  base, which will lead to lower

ea rnings  than a re  necessa ry to cove r capita l cos ts  and lower deprecia tion recove ry tha t

re duce s  the  ca s h flow ne e de d to s e rvice  the  loa n. The  future  loa n pa yme nts  on the

a pproxima te ly $450,000 will s ta y the  s a me , but the  Compa ny will ha ve  le s s  ca s h flow

(de pre cia tion a nd ope ra ting income ) to s e rvice  the  loa n. Thus , tre a tme nt of the  de bt

surcharge  revenues  collected as  CIAC will have  the  unintended consequence  of depriving

the  Company of the  ability to fully recover its  inves tment and its  cos t of capita l on the  debt

funded inves tment in the  future .

RELIEF  REQUES TED
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For the  reasons  s ta ted above , Turner Ranches  urges  the  Commiss ion to adopt the

Company's  exception to the  ROO and eliminate  any treatment ofDSRM revenues as  CIAC .

All tha t is  required is  to de le te  pa ragraph 44 (d) of the  ROO's  Finding of Facts  (found a t

12:22-26) and the associated ordering paragraph (found at 18: 11- 13). The remainder of the

ROT would result in just and reasonable rates and other reasonable conditions necessary to

ensure  safe  and re liable  utility service  by Turner Ranches.
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RESPECTFULLY SUBMITTED this  24th da y of Augus t, 2016.

S HAP IRO LAW FIRM, P .C.

By:
Jay L.
1819 E

, 4 ;4/ J020
jay@shaps1awaz.com

, 1 Avenue, Suite 280
Phoenix

ORIGINAL and thirteen (13) copie s
of the  foregoing were  de livered
this  24th day oflAugus t, 2016, to:

Docke t Control
Arizona  Corpora tion Commiss ion
1200 W. Washington Street
P hoe nix, AZ 85007

COPY of the  foregoing was  hand-de live red
this  24th day of Augus t, 2016, to:

Cha irman Doug Little
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoenix, AZ 85007

Commiss ioner Bob Stump
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoenix, AZ 85007

Commiss ione r Bob Bums
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoenix, AZ 85007

Commissioner Tom Forese
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoenix, AZ 85007
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Commiss ione r Andy Tobin
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoenix, AZ 85007

SHAPIRO LAW FIRM
A PROFESSIONAL CORPORATION

5



s |

Ma tthe w J . Rowe ll, Advisor
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoenix, AZ 85007

Lauren Fe rrigni, Advisor
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoenix, AZ 85007

Ange la  Pa ton, Advisor
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoenix, AZ 85007

Brandon Ne lson, Advisor
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoenix, AZ 85007

Matt Grass , Advisor
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoenix, AZ 85007

Scott He sla , ALJ
He a ring Divis ion
Arizona  Corpora tion Commiss ion
1200 W. Washington Street
P hoe nix, AZ 85007

COP Y of the  foregoing was  emailed & hand-de livered
this  24th day of Augus t, 2016, to:

Charles  Hains
Matthew Laudone
Le ga l Divis ion
Arizona  Corpora tion Commiss ion
1200 W. Washington Street
P hoe nix, AZ 85007
chains@azec.gov
mlaudone@azce.gov
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By:
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